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Summary 

Social Security’s minimum benefit provision, the Special Minimum Primary Insurance Amount 
(P1A), is an alternative benefit formula that increases benefits paid to workers who had low 
earnings for many years and to their dependents and survivors. The Special Minimum P1A is 
based on the number of years a person has worked, whereas the standard benefit formula is based 
on a worker’s average lifetime earnings. The worker receives the higher of the two benefits. 

However, the Special Minimum P1A has virtually no effect on the benefits paid to today’s new 
retirees. Under current law, it grows with price levels, whereas the standard benefit is linked to 
wages. Because wages generally grow faster than prices, the Special Minimum P1A affects fewer 
beneficiaries every year. In 2013, about one out of every 1,500 Social Security recipients 
qualified for the minimum benefit, and the provision resulted in only about $20 million of the 
more than $800 billion in Social Security benefit outlays. The Social Security Administration 
(SSA) estimates that provision will have no effect on workers turning 62 in 2019 or later. 

Social Security has had a minimum benefit provision since 1939. Originally, the minimum benefit 
was a fixed-dollar amount. Congress created the Special Minimum PIA in 1972 in response to 
concerns that the fixed-dollar minimum provided a windfall to people who had worked only a 
few years in Social Security-covered employment. The Special Minimum PIA may be paid to 
workers with more than 1 0 years in Social Security-covered employment. The Special Minimum 
benefit amount paid to a retired worker is based on, and rises with, the number of years worked in 
covered employment. 

Some recent proposals would reinstitute a minimum benefit. This renewed interest has been 
sparked by Social Security proposals that would reduce the regular benefit and by concern over 
poverty rates among beneficiaries who had low wages throughout their careers. 

Increases in Social Security benefits targeted at people with greater need could be implemented in 
various ways. For example, a new minimum benefit provision could be introduced, the standard 
benefit could be increased for people who worked for many years at low earnings, or a fixed 
dollar-benefit could be introduced. Similar provisions could also be introduced through other 
programs, such as Supplemental Security Income (SSI). 
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Introduction 

Social Security’s minimum benefit provision, the Special Minimum Primary Insurance Amount 
(P1A), is an alternative benefit formula that increases benefits paid to workers who had low 
earnings for many years and to their dependents and survivors. Unlike the standard Social 
Security benefit formula, which is based on a worker’s average lifetime earnings, the Special 
Minimum P1A is based on the number of years a person has worked. 

This paper explains how the Special Minimum P1A functions under current law and presents 
arguments for and against expanding it. It then discusses criteria for evaluating proposals for 
change and describes some specific options for increasing benefits paid to people with low 
earnings or low income. 



Determining Regular Social Security Retirement 
Benefits 

To compute the regular Social Security retirement benefit (known as the regular “primary 
insurance amount,” or P1A), a worker’s highest 35 years of earnings are converted into current- 
dollar terms by indexing each year of earnings to historical wage growth. The highest 35 years of 
indexed earnings are divided by 35 to determine career-average annual earnings and then divided 
by 12 to determine the worker’s average indexed monthly earnings (AIME). If a worker has 
fewer than 35 years of earnings in covered employment, years of no earnings are entered as zeros. 

Next, the standard Social Security benefit formula is applied to the worker’s AIME. Two dollar 
thresholds, known as “bendpoints,” are used to divide the worker’s AIME into three segments; in 
2014, the two bendpoints are $816 and $4,917. Next, three factors — 90%, 32%, and 15% — are 
applied to the three different segments of the worker’s AIME to compute the basic monthly 
benefit. Because the lower factors apply to people with higher earnings, the benefit formula is 
progressive. That is, it replaces a higher percentage of the pre-retirement earnings of workers with 
low career-average earnings than for workers with high career-average earnings. For details, see 
CRS Report R43542, How Social Security Benefits Are Computed: In Brief, by Noah R 
Meyerson. 

Social Security also provides auxiliary benefits to eligible family members of a retired, disabled, 
or deceased worker. Benefits payable to family members are equal to a specified percentage of 
the worker’s P1A. For example, a spouse’s benefit is equal to 50% of the worker’s PLA and a 
widow(er)’s benefit is equal to 100% of the deceased worker’s P1A. For more information on 
auxiliary benefits, see “Benefits for the Worker’s Family Members” in CRS Report R42035, 
Social Security Primer, by Dawn Nuschler. 
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Determining the Special Minimum PIA Benefit 
Amount 

Unlike the regular benefit, the Special Minimum PIA benefit is based only on the number of years 
spent in Social Security-covered employment. Beneficiaries receive the higher of the two 
amounts. 



Years of Coverage 

A “year of coverage” for the purposes of computing the Special Minimum PIA is a year during 
which the worker earns more than a specified threshold. Since 1991 , the annual threshold for a 
year of coverage under the Special Minimum PIA has equaled 15% of the “old law” contribution 
and benefit base. 1 The “old law” contribution and benefit base is indexed to increases in the 
national average wage. As a result, year of coverage thresholds for the Special Minimum PIA are 
effectively indexed to wage growth. The 2014 threshold is $13,050. 

The year of coverage thresholds create a “cliff” effect. If a worker’s earnings in a year are even 
one dollar short of the threshold for that year, a year of coverage is not credited. 



Special Minimum PIA Initial Monthly Benefit Amounts 

The Special Minimum PIA depends only on a worker’s years of coverage. A worker must have at 
least 1 1 years of coverage to be eligible for the benefit. For those with 1 1 years, the Special 
Minimum PIA monthly benefit is $39.30. It increases by about $41 for each additional year of 
coverage (see Table l ). 2 (For each additional year of coverage, the actual increase in the PIA is 
not exactly $41 because of the cumulative impact of annual rounding.) For example a person with 
30 years of coverage would qualify for an initial monthly Special Minimum PIA benefit of 
$804.00 (before potential adjustments, as will be discussed below). 



1 From 1951 through 1978, the threshold equaled 25% of the Social Security contribution and benefit base, and from 
1979 through 1990, it was 25% of the “old law” contribution and benefit base. The Social Security contribution and 
benefit base is the annual limit on the amount of a worker’s earnings that are subject to the Social Security payroll tax 
in a given year. The same annual limit applies when these earnings are used in a benefit computation. For earnings in 
2014, the current-law contribution and benefit base is $1 17,000. The “old law” contribution and benefit base is the base 
in effect before the 1977 Social Security Amendments (P.L. 95-216). In 2014, the “old law” contribution and benefit 
base is $87,000. For a historical series of the year of coverage amounts and the “old law” contribution and benefit base, 
see Social Security Administration, “Old-law Base and Year of Coverage,” at http://www.socialsecurity.gov/OACT/ 
COLA/yoc.html. 

“For additional details on how the Special Minimum PIA is computed, see Social Security Administration, Program 
Operations Manual System, RS 00640.075, at http://policy.ssa.gov/poms.nsl/links/0300640075. 
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Table I. Special Minimum PIA Monthly Benefit Amounts, 2014 



Number of Years of 
Coverage 


Monthly Primary 
Insurance Amount 


1 1 


$59.80 


12 


80.20 


13 


121.20 


14 


161.90 


15 


202.40 


16 


243.60 


17 


284.40 


18 


325.30 


19 


366.10 


20 


407.10 


21 


448.00 


22 


488.60 


23 


530.10 


24 


570.90 


25 


61 1.50 


26 


653.00 


27 


693.40 


28 


734.30 


29 


775.20 


30 


8 1 6.00 



Source: Social Security Administration, http://www.socialsecurity.gov/cgi-bin/smt.cgi. 

The Special Minimum PIA benefit amounts are indexed to price inflation, in contrast to regular 
Social Security benefits, which are indexed to wage inflation . 3 Wages generally grow faster than 
prices, so regular benefits have grown faster than Special Minimum PIA benefits. As a result, a 
worker’s regular benefit is now almost always higher than the Special Minimum PIA benefit. 

After the initial year of benefit receipt, the same Social Security cost-of-living-adjustment 
(COLA) applies to both the Special Minimum PIA benefit and regular benefits . 4 



3 Congress did not originally provide for updating the initial benefit table for wage or price inflation when it created the 
Special Minimum PIA in 1972. The law originally set the monthly benefit equal to $8.50 per year of coverage, 
effective in January 1973. Subsequent legislation increased that amount to $9.00 per year of coverage in March 1974. 
The Social Security Financing Amendments of 1977 (P.L. 95-216) further increased the rate to $1 1.50 per year of 
coverage effective in January 1979 and also indexed benefit levels in future years to price inflation. Also see 42 U.S.C. 
41 5(a)(l)(C)(i). 

4 See CRS Report 94-803, Social Security: Cost-of-Living Adjustments, by Gary Sidor. 
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Benefits for Family Members 

Monthly benefit rates for dependents and survivors are figured as a percentage of the worker’s 
Special Minimum P1A, not to exceed the family maximum amount (described below). The 
computation of auxiliary benefits uses the same rates that are used for regular benefits. For 
details, see “Benefits for the Worker’s Family Members” in CRS Report R42035, Social Security 
Primer, by Dawn Nuschler. 



Potential Adjustments to the Special Minimum PI A 
Benefit Amount 

Various provisions may cause a worker’s monthly benefit payment to differ from the P1A. Some 
of the provisions apply to both the regular P1A and the Special Minimum P1A, and some 
adjustments differ. 

Four provisions affect both the regular benefit and the Special Minimum benefit: 

• Actuarial benefit reduction. The provision reduces monthly benefits below the 
P1A for people who claim benefits before the full retirement age (FRA). 5 

• Retirement earnings test (RET). The RET reduces current benefits for 
beneficiaries who are younger than the FRA and have earnings that exceed a 
specified dollar amount. 

• Government pension offset (GPO). The GPO reduces benefits for people who 
have pensions from employment that is not covered by Social Security, but who 
are entitled to Social Security spouse or survivor benefits based on a spouse or 
deceased spouse’s work record in Social Security-covered employment. 6 

• Family maximum benefit. The maximum total benefit that can be received by all 
members of a family varies from 150% to 1 88% of the retired or deceased 
worker’s P1A, even if the sum of the benefits for the individuals in the family 
would be greater. 7 

Two provisions affect regular benefits but do not affect Special Minimum benefits: 

• Delayed retirement credit (DRC). The DRC increases regular benefits for 
workers who start receiving benefits after reaching the FRA. 8 It does not apply to 
Special Minimum benefits. 9 



5 Although workers can claim Social Security retirement benefits as early as age 62 (the early eligibility age, or EEA), 
the full amount of a worker’s PIA is paid at the worker’s full retirement age (FRA). For more information on the 
retirement age, see CRS Report R41962, The Social Security Retirement Age: In Brief, by Gary Sidor. 

6 Email correspondence with Social Security Administration staff on October 14, 2010. For additional information on 
the GPO, see CRS Report RL32453, Social Security: The Government Pension Offset (GPO), by Gary Sidor. 

7 For more information on the maximum family benefit, see “Table 3. Social Security Benefits for the Worker’s Family 
Members” in CRS Report R42035, Social Security Primer, by Dawn Nuschler. 

8 The DRC is 8% per year for workers born in 1943 or later. The DRC for workers bom earlier is available at Social 
Security Administration, “Delayed retirement credit,” at http://www.ssa.gOv/oact/quickcalc/early_late.html#drcTable. 

9 Social Security Administration, Program Operations Manual System, Section RS 00605.075. 
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